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Most  countries  are  considerably  less  developed  than  North  American  and  Western  European 
countries.  These  countries  face  many  of  same  tax  challenges  as  more  developed  countries,  as 
well  as  a  host  of  additional  difficult  tax  problems.  Emerging  countries  have  fewer  resources  with 
which  to  deal  with  these  problems.  This  course  examines  several  issues  important  in  the  design 
and  implementation  of  tax  (and  transfer)  systems  in  such  emerging  countries  ranging  from  the 
challenges  arising  from  globalization  to  the  roles  and  limitations  of  taxation  as  an  instrument  in 
growth  and  redistribution  policy.  Consumption  taxes  are  more  important  in  revenue  terms,  but 
income  tax  policy  is  particularly  critical  in  the  international  context,  so  both  will  be  discussed. 
Attention  will  also  be  paid  to  the  critical  institutional  setting  and  the  role  of  tax  administration  in 
achieving  desired  policy  outcomes  in  the  context  of  emerging  countries.  Students  will  acquire  a 
better  and  broader  understanding  of  how  tax  systems  operate  in  most  of  the  world. 

Evaluation:  Students  will  be  required  to  write  a  10-12  page  research  paper,  to  be  graded  on  an 
Honours/Pass/Fail  basis.  Graduate  students  will  be  graded  on  the  graduate  grading  scale.  Papers 
must  be  delivered  to  the  Records  Office  by  4.00  p.m.,  October  24,  2007. 


Outline  and  Assigned  Reading 


1.  Overview  (Monday,  September  24) 

a.  Institutions  and  development 

b.  Differences  between  developed  and  developing  countries 

c.  Role  of  government  in  economic  development 

d.  Positive  theory  of  taxation 

e.  Normative  theory  of  taxation 

Required  readings: 

Olson,  Big  Bills  Left  on  the  Sidewalk:  Why  Some  Nations  are  Rich,  and  Others  Poor,  10  J.  of 
Econ.  Perspectives  3-24  (1996). 

Tanzi,  The  Role  of  Tax  Policy  in  Developing  Countries,  in  Public  Finance  in  Developing 
Countries,  pp.  9-19  (1991). 


Burgess  &  Stem,  Taxation  and  Development,  31  J.  of  Econ.  Lit.  762-770;  786-792  (1993). 


2.  Taxation  in  Emerging  Economies  (Tuesday,  September  25) 

a.  Survey  of  tax  systems. 

b.  Criteria  for  evaluating  tax  systems. 

c.  Level  and  composition  of  tax  revenue 

d.  Policy  issues  for  different  tax  instruments 

e.  Redistribution  vs.  Pro-poor  tax  policy 
f  Recent  trends  in  tax  reform 

Required  readings: 

Burgess  &  Stem,  Taxation  and  Development,  31  J.  of  Econ.  Lit.  770-786  (1993). 

Chu,  Davoodi,  &  Gupta,  Income  Distribution  and  Tax  and  Government  Social  Spending 
Programs  in  Developing  Countries,  IMF  Working  Paper  62  (2000). 

Bird  &  Zolt,  Redistribution  via  Taxation:  The  Limited  Role  of  the  Personal  Income  Tax  in 
Developing  Countries,  52  UCLA  L.  Rev.  1627  (2005). 


3.  Tax  Incentives  (Wednesday,  September  26) 

a.  Types  of  tax  incentives 

b.  Costs  and  benefits  of  tax  incentives 

c.  Transparency 

d.  Tax  competition 

Required  readings: 

Zee,  Stotsky,  &  Ley,  Tax  Incentives  for  Business  Investment;  A  Primer  for  Tax  Policy  Makers  in 
Developing  Countries,  IMF  (2001). 

Mitchell,  The  Moral  Case  for  Tax  Havens,  Occasional  Paper  24,  Liberales  Institut,  Berlin  (2006) 

Bird,  Tax  Incentives  for  Foreign  Investment  in  Latin  America  and  the  Caribbean:  Do  They  Need 
to  be  Harmonized,  in  Taxation  and  Economic  Integration  in  Latin  America,  forthcoming. 


4.  Taxing  Capital  Income  in  Emerging  Countries  (Thursday,  September  27) 

This  session  will  be  held  jointly  with  the  James  L.  Hausman  Tax  Policy  Workshop.  The 
paper  to  be  discussed  will  be  distributed  at  the  first  class. 


Digitized  by  the  Internet  Archive 
in  2018  with  funding  from 
University  of  Toronto 


https://archive.org/details/taxationinemergiOOzolt 


5.  Taxes  and  Globalization  (Friday,  September  28) 


a.  What  is  globalization? 

b.  Possible  responses  to  globalization 

c.  Challenges  to  traditional  tax  bases 

d.  Challenges  to  tax  administration 


Required  readings: 

McLure,  Globalization,  Tax  Rules  and  National  Sovereignty,  IBFD,  328-341  (Aug.  2001). 

Bird  &  Mintz,  Sharing  the  International  Tax  Base  in  a  Changing  World,  in  Pubic  Finance  and 
Public  Policy  in  the  New  Century,  pp.  405-446  (2003) 

Sorensen,  Can  Capital  Income  Taxes  Survive?  And  Should  They?  CESifo  Working  Paper  1793 
(2006) 


6.  Designing  Tax  Systems  (Monday,  October  1) 

e.  Taxation,  efficiency,  and  growth 
f  Taxation,  redistribution  and  inequality 

g.  Enforcement  and  compliance  costs 

h.  Optimal  tax  reform 

Required  readings: 

Gandhi,  Relevance  of  Supply  Side  Tax  Policy  to  Developing  Countries:  A  Summary,  in  Supply 
Side  Tax  Policy:  Its  Relevance  to  Developing  Countries,  pp.  3-37  (1987) 

Karoly,  Trends  in  Income  Inequality:  The  Impact  of,  and  Implications  for.  Tax  Policy,  in  Tax 
Progressivity  and  Income  Inequality,  pp.  95-129  (1994). 

Heady,  Optimal  Taxation  as  a  Guide  to  Tax  Policy:  A  Survey,  14  Fiscal  Studies  15-41  (1993). 


7.  Implementing  Tax  Systems  (Tuesday,  October  2) 

a.  Economics  of  tax  evasion 

b.  Shadow  economy 

c.  Facilitating  compliance  and  discouraging  noncompliance 

d.  Different  regimes  for  small  and  large  businesses? 
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